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(2) The audit required under para-
graph (c)(1) of this section must—

(i) Examine the lender’s compliance
with the Act and applicable regula-
tions;

(iif) Examine the lender’s financial
management of its FFEL program ac-
tivities;

(iii) Be conducted in accordance with
the standards for audits issued by the
United States General Accounting Of-
fice’s (GAOQO’s) Government Auditing
Standards. Procedures for audits are
contained in an audit guide developed
by and available from the Office of the
Inspector General of the Department;

(iv) Be conducted at least annually
and be submitted to the Secretary
within six months of the end of the
audit period. The initial audit must be
of the lender’s first fiscal year that be-
gins after July 23, 1992, and must be
submitted within six months of the end
of the audit period. Each subsequent
audit must cover the lender’s activities
for the period beginning no later than
the end of the period covered by the
preceding audit;

(v) With regard to a lender that is a
governmental entity or a nonprofit or-
ganization, the audit required by this
paragraph must be conducted in ac-
cordance with 31 U.S.C. 7502 and 34 CFR
§§74.26 and 80.26, as applicable; and

(vi) With regard to a school that
makes or originates loans, the audit re-
quirements are in 34 CFR §682.601(a)(7).

(vii) The Secretary may determine
that a lender has met the requirements
of paragraph (c) of this section if the
lender has been audited in accordance
with 31 U.S.C. 7502 for other purposes,
the lender submits the results of the
audit to the Office of Inspector Gen-
eral, and the Secretary determines
that the audit meets the requirements
of this paragraph.

(d) Recovery of excess interest paid by
the Secretary.

(1) For any loan for which the first
disbursement of principal is made on or
after April 1, 2006, the Secretary col-
lects the amount of excess interest
paid to a lender on a quarterly basis
when the applicable interest rate on a
loan for each quarter exceeds the spe-
cial allowance support level in para-
graph (d)(2) of this section for the loan.
Excess interest is calculated and recov-
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ered each quarter by subtracting the
special allowance support level from
the applicable interest rate, multi-
plying the result by the average daily
principal balance of the loan (not in-
cluding unearned interest added to
principal) during the quarter, and di-
viding by four.

(2) The term special allowance support
level means a number expressed as a
percentage equal to the sum of—

(i) The average of the bond equiva-
lent rates of the quotes of the 3-month
commercial paper (financial) rates in
effect for each of the days in such quar-
ter as reported by the Federal Reserve
in Publication H-15 (or its successor)
for such 3-month period; plus

(ii) 2.34 percent for a Federal Stafford
loan in repayment;

(iii) 1.74 percent for a Federal Staf-
ford loan during the in-school, grace,
and deferment periods; or

(iv) 2.64 percent for a Federal PLUS
or Consolidation Loan.

(Approved by the Office of Management and
Budget under control number 1845-0020)

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1082, 1087-1)

[57 FR 60323, Dec. 18, 1992, as amended at 58
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1994; 60 FR 31411, June 15, 1995; 64 FR 18978,
Apr. 16, 1999; 64 FR 58627, Oct. 29, 1999; 71 FR
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Subpart D—Administration of the
Federal Family Education
Loan Programs by a Guaranty
Agency

§682.400 Agreements between a guar-
anty agency and the Secretary.

(a) The Secretary enters into agree-
ments with a guaranty agency whose
loan guarantee program meets the re-
quirements of this subpart. The agree-
ments enable the guaranty agency to
participate in the FFEL programs and
to receive the various payments and
benefits related to that participation.

(b) There are four agreements:

(1) Basic program agreement. In order
to participate in the FFEL programs, a
guaranty agency must have a basic
program agreement. Under this agree-
ment—
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(i) Borrowers whose Stafford and
Consolidation loans that consolidate
only subsidized Stafford loans are guar-
anteed by the agency may qualify for
interest benefits that are paid to the
lender on the borrower’s behalf; and

(i) Lenders under the guaranty agen-
cy program may receive special allow-
ance payments from the Secretary and
have death, disability, bankruptcy,
closed school and false certification
discharge claims paid by the Secretary
through the guaranty agency.

(2) Federal advances for claim payments
agreement. A guaranty agency must
have an agreement for Federal ad-
vances for claim payments to receive
and use Federal advances to pay de-
fault claims.

(3) Reinsurance agreement. A guaranty
agency must have a reinsurance agree-
ment to receive reimbursement from
the Secretary for its losses on default
claims.

(4) Loan Rehabilitation Agreement. A
guaranty agency must have an agree-
ment for rehabilitating a loan for
which the Secretary has made a rein-
surance payment under section 428(c)(1)
of the Act.

(c) The Secretary’s execution of an
agreement does not indicate accept-
ance of any current or past standards
or procedures used by the agency.

(d) All of the agreements are subject
to subsequent changes in the Act, in
other applicable Federal statutes, and
in regulations that apply to the FFEL
programs.

(Authority: 20 U.S.C. 1072, 1078-1, 1078-2, 1078-
3, 1082, 1087, 1087-1)
[57 FR 60323, Dec. 18, 1992, as amended at 59

FR 33353, June 28, 1994; 64 FR 18978, Apr. 16,
1999; 64 FR 58627, Oct. 29, 1999]

§682.401 Basic program agreement.

(a) General. In order to participate in
the FFEL programs, a guaranty agency
shall enter into a basic agreement with
the Secretary.

(b) Terms of agreement. In the basic
agreement, the guaranty agency shall
agree to ensure that its loan guarantee
program meets the following require-
ments at all times:

(1) Aggregate loan limits. The aggre-
gate guaranteed wunpaid principal
amount for all Stafford and SLS, loans
made to a borrower may not exceed the

34 CFR Ch. VI (7-1-09 Edition)

amounts set forth in §682.204 (b), (e),
and (g).

(2) Annual loan limits. (i) The annual
loan maximum amount for a borrower
that may be guaranteed for an aca-
demic year may not exceed the
amounts set forth in §682.204 (a), (c),
(d), (f), and (h).

(if) A guaranty agency may make the
loan amounts authorized under para-
graph (b)(2)(i) of this section applicable
for either—

(A) A period of not less than that at-
tributable to the academic year, as de-
fined in 34 CFR 668.3; or

(B) A period attributable to the aca-
demic year that is not less than the pe-
riod specified in paragraph (b)(2)(ii)(A)
of this section, in which the student
earns the amount of credit in the stu-
dent’s program of study required by
the student’s school as the amount
necessary for the student to advance in
academic standing as normally meas-
ured on an academic year basis (for ex-
ample, from freshman to sophomore or,
in the case of schools using clock
hours, completion of at least 900 clock
hours).

(iii) The amount of a loan guaranteed
may not exceed the amount set forth in
§682.204(K).

(3) Duration of borrower eligibility. (i)
A student borrower under the Stafford
Loan Program or the PLUS Loan Pro-
gram and a parent borrower under the
PLUS Program are eligible to receive a
guaranteed loan for any year of the
student’s study at a participating
school.

(if) Loans must be available to or on
behalf of any student for at least six
academic years of study.

(4) Reinstatement of borrower eligibility.
Except as provided in §668.35(b) for a
borrower with a defaulted loan on
which a judgment has been obtained
and §668.35(i) for a borrower who fraud-
ulently obtained title IV, HEA program
assistance, reinstatement of Title IV
eligibility for a borrower with a de-
faulted loan must be in accordance
with this paragraph (b)(4). For a bor-
rower’s loans held by a guaranty agen-
cy on which a reinsurance claim has
been paid by the Secretary, the guar-
anty agency must afford a defaulted
borrower, upon the borrower’s request,
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